Chapter Four

Rules of Origin

Article 401: Originating Goods

Except as otherwise provided in this Chapter, a good shall originate in the territory
of 2 Party where:

{2)

()

{c)

(@)

the good is wholty obtained or produced eatirely in the territory of ene or
more of the Parties, as defined in Article 415;

each of the non-origirating malerials used in the production of the goed
undergoes an applicable change in tariff classification set out in Annex 401
as a result of production occurring entirely in the territory of one or more
of the Parties, or the good otherwise satisfies the applicable requirements of
that Annex where no change in tariff classification is required, and the good
satisfies all other applicable requirements of this Chapter;

the good is produced entirely in the territory of one or moere of the Parties
exclusively from originating materialg; or

except for a good provided for in Chapters 61 through 63 of the
Harmonized System, the good is produced entirely in the territory of one or
more of the Parties but one or more of the nor-originaling materials
provided for as parts under the Harmonized System that are used in the

production of the good does not undergo a change in tanff classification
because

(i) the good was imported into the territory of a Party in an
unassembled or a disassembled form but was classified as an

assembled good pursuant to General Rule of Interpretation 2(a) of
the Harmonized System, or

(1} the heading for the good provides for and specifically describes both
the good itself and its parts and s not further subdivided into
subheadings, or the subheading for the good provides for and
specifically describes both the good iiself and its parts,

provided that the regional value content of the good, determined in

accordance with Article 402, is not less than 60 percent where the
transaction value method is used, or is not less than 50 percent where the
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{H the good is designated as an intermediate material under paragraph 10 and
is subject to a regional value-content requirement.

If an exporter or producer of a good calculates the regional value content of the
od on the basis of the transaction value method set out in paragraph 2 and a Panty
bsequently notifies the exporter or producer, during the course of a verification pursuant
Chapter Five (Customs Procedures), that the transaction valee of the goad, or the value
"any material used in the production of the good, is required to be adjusted or is
laceeptable under Article 1 of the Customs Valuation Code, the exporter or producer
ay then also calculate the regional value content of the good on the basis of the net cast
cthod set out in paragraph 3.

Nothing in paragraph 6 shall be construed to prevent any review or appeal
ailable under Article 510 (Review and Appeal) of an adjustment 1o or a rejection of;

(a) the transaction value of a pood; or
(b} the value of any material used in the production of a goad,

For purposes of calculating the net cost of a good under paragraph 3, the producer
the good may:

(a) calculate the total cost incurred with respect to all goods produced by that
producer, subtract any sales promotion, marketing and after-sales service
costs, reyalties, shipping and packing costs, and non-allowabte interest costs
that are included in the total cost of all such goods, and then reasonably
allocate the resulting net cost of those goods to the good,

(b)  calculate the total cost incurred with respect to all goods produced by that
producer, reasonably allocate the total cost to the good, and then subtract
any sales promotion, marketing and after-sales service costs, royalties,
shipping and packing costs and non-allowable intercst costs that are
included in the portion of the total cost allocated to the good, or

(c) reasenably allocate each cost that forms part of the total cost incurred with
respect 1o the good so that the aggregate of these costs does not include any
sales promation, marketing and after-sales service costs, royalties, shipping
and packing costs, and non-allowable interest costs,

vided that the allecation of all such costs is consistent with the provisions regarding the

1sonable allocation of costs set out in the Uniform Regulations, established under Article
I (Customs Procedures - Uniform Regulations).
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9, Except as provided in paragraph 11. the value of a material used in the production
of & good shall:

(4} be the transaction value of the material determined in accordance with
Article 1 of the Customs Valuation Code; or

{b} m the evenl that there is no transaction value or (he transaction value of the
matetial is unacceptable under Article 1 of the Customs Valuation Code, be
determined in accordance with Articles 2 through 7 of the Customs
Valuation Code; and

fc) where not included under subparagraph (a) or (b}, inciude
(i) freight, insurance, packing and all other costs incurred in
transporting the material to the location of the producer,

(ity  duties, taxes and cusioms brokerage fees on the material paid in the
territory of one or more of the Parties, and

(iii)  the cost of waste and spoilage resulting from the use of the material
in the production of the good, less the value of renewable scrap or
by-product.

10.  Excepl as provided in Article 403(1}, any self-produced material, other than a
component identified in Annex 403.2, that is used in the Pproduction of a good may be
designated by the producer of the pood as an intermediate material for the purpose of
calculating the regional value content of the good under paragraph 2 or 3, provided that
where the intermediate material is subject (o a regional value-content requirement, no
other seff-produced material subject to a regional value-content requirement used in the
production of that intermediate material may itself be designated by the producer as an
intermediate material.

. The value of an intermediate material shall be:

(a) the total cost incurred with respect to all goods produced by the producer of
the good that can be reasonably allocated to that intermediate material, or

(b) the aggregate of cuch cost that forms part of the total cost incurred with
respect to thal intermediate material that can be reasonably allocated to that
intermediate malerial.



